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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION, STATE OF LOUISIANA 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
(UNAUDTTEP) 

FOR THE YEARS ENDED 
DECEMBER 31.2009 AND 2008 

Southeast Waterworics District Number 2 of the Parish of Vennilion, State of Louisiana's, (the District's) discussion and 
analysis is intended to assist the reader in focusing on significant financial issues, provide an overview of the District's 
financial activi^, identtfy changes in the District's financial position and if s ability to address the next and subsequent year 
challenges. It also identifies any material deviations from the financial plan and identifies individual fund issues or 
concerns. This is a requirement of the Govemment Accounting Standards Board (GASB) Statement Number 34 "Basic 
Financial Statements - Management's Discussion and Analysis - for State and Local Governments" and is intended to 
provide the financial results for the fiscal years ending December 31,2009 and 2008. 

The following is an illustration on how this financial report is presented. 

MD&A 
Management's Discussion and Analysis 
(required supplementary information ) 

BASIC FINANCIAL STATEMENTS 
District wide Financial Statements (refocused) 

Notes to the Financial Statemenls 

OTHER REQUIRED SUPPLEMENTARY 
INFORMATION 

Required Supplonentary Information 

GASB 34 requires the presentation of two basic types of financial statements: District-wide and fund financial statements. 
However, due to the fact that the District consists of a single proprietary fimd type, the District-wide and Fund financial 
statements are equivalent. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION, STATE OF LOUISIANA 

MANAGEMENTS DISCUSSION AND ANALYSIS 
(UNAUDITED) 

FOR THE YEARS ENDED 
DECEMBER 31,2009 AND 2008 

DISTRICT-WIDE FINANCIAL STATEMENTS 

The District-wide statements provide a perspective of fte Disbict as a whole. These statemenls use the fijil accrual basis of 
accounting similar to private sector companies. There arc three District-wide stotements: the Statement of Net Assets, the 
Statement of Revenues, Expenses, and Changes in Net Assets, and the Statement of Cash Flows. 

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE 

Summary of Net Assets 
2009 2008 

Assets 
Current Assets 
Assets Limited as to Use 
Capital Assets, net book value 
Other Assets 

Total Assets 

Liabilities 
Current Liabilities 
Current Liabilities Payable With Assets Limited as to Use 
Long-term Liabilities 

Total Liabilities 

Net Assets 
Invested in Capital Assets, net of related debt 
Restricted 
Unrestricted 

Total Net Assets 

Total Liabilities and Net Assets 

665,750 S 646,508 
170,133 144,286 

6,162,220 6,270,139 
21,837 20,200 

$ 7.019,940 $ 7,081,133 

13.742 $ 
73,324 

3,799,939 _ 

13,969 
72,126 

3.851.170 

3.887.005 3.937.265 

2,311,056 
96.809 

725.070 

2,369,934 
72,160 

701,774 

3.132.935 3.143,868 

$ 7.019,940 $ 7.081,133 

As indicated by the statement above, total net assets at December 31,2009, are $3,132,935. Net assets can be separated into 
three categories: net capital assets net of related debt, restricted assets, and unrestricted assets. 

Net capital assets are a combination of fiinds avmlable for capital assets, plus coital assets at original cost less accumulated 
depreciation and related debt. The original cost of capital assets is $7,269,348 whidi is an accumulation of capital assets 
year after year less any capital disposes. The accumulated depreciation is the accumulation of depreciation expense since 
acquisition of each capital asset. In accordance with Generally Accepted Accounting Principles (GAAP), depreciation 
expense is recorded on the original cost ofthe asset, less m estimated salvage value, and expensed over the estimated useful 
life ofthe asset Total accumulated depreciation is $1,107,128. Most capital asset acquisitions are financed through long-
term debt Primarily, long-term debt is repaid as the debt service comes due fi-om water system revenues that have been set 
aside for the debt retirement Total debt associated with capital assets is $3,851,164. 

Restricted net assets consist of debt retu-ement funds, funds that are required to be set aside for contingencies, and customer 
security deposits. Restricted net assets represent an amount equal to the assets limited as to use, less the related liabilities. 
The breakdown of these funds is as follows: 
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SOUTHEAST WATERWORKS DISTRICT NUMBER t 
OF THE PARISH OP VERMILION, STATE OF LOUISIANA 

MANAGEMENTS DISCUSSION AND ANALYSIS FOR THE YEARS ENDED 
(UNAUDITED) DECEMBER 31,2009 AND 2008 

2009 2008 

Revenue Bond Sinking Fund 
Waterworks Reserve Fund 
Waterworks Contingency Fund 
Customer Security Deposits 
Board Designated Funds 

Total 

$ 

$ 

(29,949) S 
59,429 
60,808 
3,221 
3.300 

96^809 $ 

(28,032) 
48,146 
49.491 
2.555 

-

72.160 

The remaining net assets balance of $725,070 is unrestricted. The unrestricted net assets is an accumulation of current and 
prior years' operating results. This balance is directiy affected each year by the District's operating results. 

RESULTS OF OPERATIONS 
2009 2008 

; 

Program Revenue 
Customer Oiarges 

Other General Revenues 

Interest Income 
Other Income 

Total Other General Revenues 

Total Revenues 

Expenses 
Water Expenses 
Salaries and Benefits 
Depreciation 
Insurance Expense 
Repairs and Maintenance 
General and Administrative 
Interest Expense 

Total Expenses 

Increase (Decrease) in Net Assets 

Amount 

$ 611.429 

15,715 
10.253 

25.968 

637,397 

98,578 
133,481 
162,199 

14,639 
23,484 
47.613 

168,336 

648,330 

$ (10,933) 

% of Total 

9%n% S 

2.47% 
1.61% _ 

4.07% 

100.00% 

15.20% 
20.59% 
25.02% 
2.26% 
3.62% 
7.34% 

25.97% 

100.00% 

-1.72% $_ 

Amount 

607,164 

17,198 
15,940 

33,138 

640.302 

' 86,513 
138,295 
156,250 
14,222 
12,707 
63,205 

169.921 

641,113 

(811) 

% of Total 

94.82% 

2.69% 
2.49% 

5.18% 

100.00% 

13.49% 
21.57% 
24.37% 

2.22% 
1.98% 
9.86% 

26.51% 

100.00% 

-0.13% 

As indicated above, net assets decreased by $10,933. The district had an increased amount of repairs and maintenance 
expense as compared to prior years which contributed to this decrease in net assets. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION, STATE OF LOUISIANA 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
(UNAUDITED) 

FOR THE YEARS ENDED 
DECEMBER 31,2009 AND 2008 

H 
REVENUES 

The following chart ilhistrates the Distiict's sources of revenues by percentages: 

$600,000 -

$soe.eoo -

$400,000 -

$300,000 -

$200,000 

$100,000 

~̂ ' 
M2009 

U2008 

/ 

y 

Revenue Sources Comparison 

| A ^ 

1 
$!82.26} 

SS7S.872 

1 

^jBgflqggu^is^iiBiiiM^^^"^^ ^ 

SJ2,S68 

SI2.092 

S16.3O0 

$19,200 

SIS.7IS 

S J 7.198 

mm^r ' 
SJ0.253 

$15,940 

Water sales in the amount of $582,261 represents ninety percent (91%) of total District revenues. "Hie District has relied 
mainly on water chaT;ges to customers to fund its operations 

No state or parish fiinds were received to supplement operations. 

Prior to the implementation of GASB 34, the payments received from customers which was less that the actual cost of the 
extension were recorded as direct charges against the equity account Contributed Capital From Customers. However, with 
the implementation of GASB 34, the costs of these installations and extensions which are fimded by customers are reported 
as revQiue. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION, STATE OF LOUISLVNA 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
(UNAUDITED) 

FOR THE YEARS ENDED 
DECEMBER 31,2009 AND 2008 

EXPENSES 

Tiie following chart illustrates the District's expenses by percentages: 

Expenses 
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$-

Major expenses include Water Expenses of $98,578, Salaries and Benefits Expenses of $133,481, Depreciation of 
$162,199, General and Administrative Expense of $47,613 and Interest on Long-term Debt of $168,336. 

CAPITAL ASSETS 

At December 31,2009, the District had $6,162,220 invested in net capital assets as follows: 

CAPITAL ASSETS 

Land 
Buildings 
Properly, Plant, and Equipment 
Construction in Progress 
Gross Coital Assets 
Less: Accumulated Depredation 

Net Capital Assets 

$ 17,477 
163,440 

7,085.319 
3.112 

7,269,348 
0.107.128) 

$ 6.162.220 

Purchases of fixed assets totaled $54,610 and $113,985, for tiie years ended December 31,2009 and 2008, respectively. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION, STATE OF LOUISIANA 

MANAGEMENT'S DISCUSSION AND ANALYSIS FOR THE YEARS ENDED 
(UNAUDITED) •_ DECEMBER 31,2009 AND 2008 

DEBT 

At tiie end of this year, the District had $3,851,164 in Revenue Bonds outstanding. This is a combination ofthe Series 1997 
Revenue Bond issuance, die Series 1998 Revenue Bonds and the 2007 Revenue Bonds issuance. All issuances were used 
in the construction ofthe walCT system. As part of these bond issuances three cash accounts were created whose use was 
limited as follows: 

Waterworks Revenue Bond and Interest Sinking Fund - An amount sufficient to accumulate flie amount needed to assure 
the prompt payment ofthe principal and interest installments as they become due is required to be set aside into this fimd 
and may be used only for such purpose. The balance in this fund is $29,975. 

Waterworks Reserve Fund - The District is required to set aside $260 montiily into tiiis fund> beginning June 1997, until tiie 
sum of $62,376 has been accumulated. From July 20, 2007 flmiugh June 20, 2008 the sum of $771 must be deposited 
montiily. Beginning July 20,2008 tiie sum of $906 must be d^osited montiily until $217,322 has been accumulated. The 
balance in tiiis fund is $59,429. 

Waterworks Depreciation and Contingency Fund - The District is required to deposit $262 per month into tiiis fund 
beginning June 1997. Monies in this fund shall be used to pay for major repairs due to damage caused by unforeseen 
catastrophes and for replacements made necessary by tiie depreciation of tiie system. From July 20, 2007 through June 20, 
2008 tfie sum of $773 must be deposited monthly. Beginning July 20, 2008 tiie sum of $908 must be deposited monthly 
until $217,322 has been accumulated. The balance in tiiis fund is $60,808. 

Tliere were no new issuances of debt during the fiscal year ended December 31,2009 and 2008; retirements totaled 
$49,041 and $29,594 for tiiey years ended December 31,2009 and 2008. 

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors with a general 
overview of tiie District's finances and to demonstrate tiie District's accountability for tiie money it receives. If you have 
questions about tiiis report or need additional Information, contact Southeast Waterworks District 2, 417 Trahan Street, 
Abbeville, LA 70510. 
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INDEPENDENT AUDITORS' REPORT 

Tht Board of CoramissicnerB 
Soutiieast Waterworks District Number 2 
ofthe Parish of Vermilion, State of Louisiana 
Abbeville, Louisiana 

We have audited the accompanying component unit financial statements ofthe Southeast WatCTwoiks District Number 2 of 
tiie Parish of Vermilion, State of Louisiana, (the District) a component unit ofthe Vermilion Parish Police Juiy. as of and for 
tiie years ended December 31, 2009 and 2008. These component unit financial statements arc the responsibility of the 
District's management. Our responsibility is to express an opinion on these component unit financial stat^nents based on 
our audit 

We conducted our audit in accordance with generally accepted auditing standards of the United States of America, the 
standards applicable to financial audits contained in Government Auditing Standards, issued by tiie ComptrollCT General of 
tiie United States; OMB Circular A-133, Audits of State. Local Governments, and Non-profit Organizations: and USDA-
OIG Rural Utilities Bulletin 1780-30. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whetiier the financial statemoits are ̂ xxi of material misstatement. An audit includes examining, on a test 
basis, evidence supporting 'Qie amounts and disclosures in the financial statements. An audit also includes assessing the 
accountmg principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe tiiat our audit provides a reasonable basis for our opinions. 

In our opinion, the financial statements referred to above present fairiy, in all material respects, the financial position ofthe 
District as of December 31, 2009 and 20D8, and the results of its operations for tiie years thra ended in conformity with 
accounting principles generally accepted in the United States. 

In accordance with Government Auditing Standards, we have also issued our report dated June 28, 2010 on our 
consideration of tiie District's intemal control over financial reporting and our tests of its compliance with certain provision 
of laws, regulations, contracts and grants. 

Our audit was performed for tiie purpose of forming an opinion on the financial statements of the District taken as a whole. 
The accompanying schedules of expenses are presented for purposes of additional analysis, and are not a required part ofthe 
financial statements. Such information has been subjected to the auditing procedures applied in the audit ofthe financial 
statements and, in our opinion, Is fadrly stated, in all material respects, in relation to the financial statements taken as a 
whole. 

Management's Discussion and Analysis is not a required part of the basic financial statmients but is supplementaiy 
information requhed by the Govemmoital Accounting Standards Board. We have applied certain lunited procedures, which 
consisted principally of inquiries of management regardmg the methods of measurement and presoitation of the 
supplementary in^nnation. p^wever, we di^ot audjj: tiie jnfoipiatij^ and express no opinion on it. 

LANqf^NAIS BmUSSARD & KOHLENBERG 

A Corporation of Certified PubHc Accoimtants 

June 28,2010 

2419 Veterans Memorial Drive • RO. Box 1123 • Abbeville. Louisiana 70511-1123 • Telephone (337) 893-6232 • Fax (337) 893-6249 



SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION, STATE OF LOUISIANA 

STATEMENT OF NET ASSETS DECEMBER 31. 

ASSETS 2009 2m-

CURRENT ASSETS 
Cash and Cash Equivalents 
Accounts Receivable, less allowance for 

doubtfiU accounts of $28,577 in 2009, and $24,036 in 2008 
Investments 

Total Current Assets 

ASSETS LIM[ITED AS TO USE 
Revenue Bond Smking Cash 
Waterworks Reserve Fund Cash 
Waterworks Contingency Fund Cash 
Customer Security Deposits Cash 
Board Designated 

Total Assets Limited as to Use 

CAPITAL ASSETS 
Land 
Buildings 
Property, Plant, and Equipment 
Construction In Progress 
Gross Capital Assets 
Less: Accumulated Depreciation 

Net Capital Assets 

OTHER ASSETS 
Bond Issue Costs 
Prepaid Expanses 
Accrued Interest Receivable 

Total OUier Assets 

TOTAL ASSETS 

348,329 $ 499,116 

s 

58,481 
258.940 

665.750 

29.975 
59,429 
60,808 

16,621 
3.300 

170.133 

17,477 
163.440 

7,085^19 
3.112 

7,269^48 
fl.107.128) 

6.162.220 

16.545 
4,583 
709 

21.837 

7.019-940 $ 

61,943 
85.449 

646.508 

29,648 
48,146 
49,491 
17,001 

-

144.286 

17.477 
160.000 

7,066,450 
_ 

7,243,927 
r973.7881 

6.270.139 

17,167 
3,033 

. 

20.200 

7.081.133 

The Accompanying Notes are an Integral Part of these Fmancial Statements. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION, STATE OF LOUISIANA 

STATEMENT OF NET ASSETS DECEMBER 31. 

LMBHJTIES AND NET ASSETS 2009 .20P8. 

LIABILITIES 

CURRENT LIABILITIES 
Accounts Payable ^ 
Payroll Liabilities 
Other Cunent Liabilities 

Total Current Liabilities 

CURRENT LIABIUTIES PAYABLE WITH ASSETS LIMITED TO USE 
Accrued Interet Payable 
Current Portion of Long-Terra Debt 
Customer Security Deposits Liability 

Total Current Liabilities Payable with Assets Limited as to Use 

LONG-TERM LUBILITIES 

Revenue Bonds Payable 

Total Long-Temi Liabilities 

TOTAL LIABILITIES 

NET ASSETS 

Invested in Capital Assets, Net of Related Debt 
Restricted 
Unrestricted 

TOTAL NET ASSETS 

TOTAL LLVBILITIES AND NET ASSETS 

S 

E 

? ., 

10,267 S 
3,475 

13.742 

8,699 
51,225 
13.400 

73.324 

3.799.939 

3.799.939 

3.887.005 

2311,056 
96,809 

725.070 

3.132.935 

7.019.940 $ 

9,643 
^ 3,690 

636 

13,969 

8,645 
49.035 
14.446 

72-126 

3-851.170 

3-851.170 

3-937.265 

2,369,934 
72,160 

701.774 

3.143.868 

7.081.133 

The Accompanying Notes are an Integral Part of these Fmancial Statements, 

- 9 -



SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMIUON, STATE OF LOUISIANA 

STATEMENT OF REVENUES. EXPENSES. AND CHANGES IN NET ASSETS DECEMBER 31. 

2009 ms-
OPERATING REVENUES 

Water Sales 
Meter Installation Charges 
Penalties 

Total Operating Revenues 

OPERATING EXPENSES 
Water Expenses 
Salaries and Benefits 
Depreciation 
Insurance Expense 
Repairs and Maintenance 
General and Administrative Expenses 

Total Operating Expenses 

OPERATING INCOME 

NON-OPERATING INCOME (EXPENSES) 
Interest Income 
Miscellaneous Income 
Gain (Loss) on Sale of Equipment 
Interest Expense 

Total Non-Operating Income 

CHANGE IN NET ASSETS 

NET ASSETS - BEGINNING 

NET ASSETS - ENDING 

$ 

? 

582,261 $ 
16.300 
12.868 

611.429 

98,578 
133.481 
162,199 
14.639 
23,484 
47.613 

479-994 

131.435 

15,715 
10,583 

(330) 
n 68.3361 

fl42.3681 

(10.933) 

3.143.868 

3-132.935 $ 

575,872 
19.200 
12-092 

607-164 

86,513 
138^95 
156,250 

14,222 
12.707 
63.205 

471.192 

135.972 

17,198 
15.919 

21 
(169-9211 

(•136.783t 

(811) 

3.144-679 

3.143.868 

The Accompanying Notes are an Integral Part of tiiese Financial Statements. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION. STATE OF LOUISIANA 

STATEMENTS OF CASH FLOW DECEMBER 31. 

2 m 2021 

CASH FLOWS FROM OPERATING INCOME 
Receipts from Customers 
Payments to Suppliers 
Payments to Employees 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

CASH FLOWS FROM NON-CAPITAL FINANCING ACnVITIES 
Miscellaneous Income 

NET CASH PROVIDED BY NON-CAPITAL FmANCING ACTIVITIES 

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVrnES 
Purchases of Fixed Assets 
Proceeds from the Sale of Fixed Assets 
Prmcipal Payments - Revenue Bonds 

I Interest Paid 

i NET CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES 

i CASH FLOWS FROM INVESTING ACTIVITIES 
' Interest Received 

Proceeds from the Sale of Investments 
Purchases of Investments 

NET CASH FLOWS FROM (USED IN) INVESTING ACTIVITIES 

NET INCREASE (DECREASE) IN CASH AND EQUIVALENTS 

CASH AND EQUIVALENTS - BEGINNING 

(IncludingRestricted Cash of $144,286 and $145,395 for 2009 and 2008 respectively) 

CASH AND EQUIVALENTS - ENDING 
(Including Restricted Cash of $170,133 and $144,286 for 2009 and 2008 respectively) 

$ 

$ 

602,380 $ 
(201,249) 
fl06.9441 

294.187 

10.583 . 

10.583 

(54,610) 

(49,041) 
(168-2821 

(271.9331 

15,715 
51,379 

(224.8711 

(157.7771 

(124.940) 

643.402 

518.462 $ 

595,565 
(261,682) 
(114.5711 

219.312 

15.919 

15.919 

(113,985) 
50 

(29,594) 
(219.8841 

(363.4131 

17,198 
221,673 

(100.7001 

138.171 

9,989 

633 413 

643.402 

The Accompanymg Notes are an Integral Part of tiiese Fmancial Statements. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION, STATE OF LOUISIANA 

STATEMENTS OF CASH FLOW DECEMBERS!, 

2m. 2008 

RECONCILIATION OF OPERATING INCOME TO NET CASH FLOWS 
FROM OPERATING INCOME: 

Operating Income 

ADJUSTMENTS TO RECONCILE OPERATING INCOME 
TO NET CASH FLOWS FHOM OPERATING INCOME: 

Depreciation 
Amortization 
Provision for Doubtfiil Accounts 
Increase in Accounts Receivable 
Increase in Prepaid Expenses 
Increase in Accrued Interest Receivable 
Increase (DecrKise) in Accounts Payable 
Increase (Decrease) in Other Current Liabilities 
Increase (Decrease) in Customer Security Deposits 

Total Adjustments 

NET CASH FLOWS FROM OPERATING INCOME 

131,435 $ 135,972 

? 

162.199 
622 

4,541 
(1.078) 
(U549) 
(709) 
623 
(851) 

(1.0461 

162.752 

294.187 $ 

156,250 
622 

24.036 
(12.549) 

(36) 
-

(86,567) 
634 
950 

83.340 

219.312 

The Accompanying Notes are an Integral Part of these Financial Statements. 
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SOXTTHEAST WATERWORKS DISTRICT NVNfBER 2 
OP THE PARISH OF VERMIUON, STATE OF LOUISIANA 

NOTES TO FINANCIAL STATEME>frS DECEMBER 31.2009 AND 2008 

NOTE 1: SUMMARV OF SIGNIHCANT ACCOUNTING POLICIES 

The Southeast Waterworics District NumbBr 2, ofthe Parish of Vennilion, State of LoulsfaDa (die District), whic^ is a compooent unit of Ihe Vermilitm 
ParishPolice Jmy, was oi^ted under the provisions ofLoiiisiana Revised Statutes (LRS) 33:3811, for the purpose ofproviding water to rural areas of 
VcrmiHon Parish. The District ts governed by a board of commissioners composed of five members appointed by the Vennilion Parish Police Juiy. 
The VemiilioD Parish Police Juiy exercises oversight responsibitily with the District; hovrevei, the Police Jury docs not exsrcise any control over 
specific expenditures of the District 

All activities over which tlie District exercises oversi^u responsibility have been incorporated to foim Hhc District's reporting entity. Oversight 
responsibility is detennined by fmancial interdependency, selection of goveming board, designation of management, accoimtabili^ for financial 
matters, and an ability to signilicaDtly influence operations. 

MKAStlREMENT FOCUS. BASIS OF ACCOIJNTING. AND FINANCIAL STATEMENT PRESENTATION 

During fiscal year 2002, the District elected to eaily implement Governmental Accounting Standards Board (GASB) Statement Number 34, "Basic 
Financial Steteroents, and ManagemeoVs Discussion and Analysis for State and Local Govemments, as amended by GASB Statements Numlter 37 
and 38, and applied those standards on a retroactive basis. GASB Statement Nmnber 34 establishes standards of reporting fen* state and local 
govemments. 

The Districts financial statements are reported using the economic resources measurement focus and the accrual basis of accounting, Revenues are 
recorded when eamed and expenses are recorded v^ien Et liability is incurred, regardless ofthe timing of related cash flows. Grants and similar 
items are recogpized as revenue as soon as all etigjbili^ Tcqtiireioents imposed by the piovider have been met. 

As a Proprietary Fund, the District distingm'shes operating revenues and expenses &om non-operating items. Operating revenues and expenses 
generally lesuh &om providing services and producing and deUvoing goods in conneclion with a proprietary fund's principal ongoing operations. 
The principal operating revenues of the District's proprietary fund are charges to customers related to the sale of water. The District also 
recognizes as operating revenue for the portion of connection fees intended to recover the cost of connecting new customers to the system. 
Operating e}q>enses for the District's proprietary fund include water e^enses, general and administrative e^qjenses, and depredation on capital 
assets. All revenue and e;q}cnses not meeting this definitiDn are reported as non-operating revenues and eiqieiises. 

Private-sector standards of accounting and financial reporting issued prior to December 1, I9S9, generally are followed by the District in the 
finandal statements to (he extent that those standards do not conflict with or contradict guidance ofthe CASE. Govemments also have the option 
of following subsequent private-sector guidance for their business-type activities and enterprise fimds, subject to this same limitation. The District 
has elected not to follow subsequent private-sector guidance. 

DEPOSITS AND INVESTMENTS 
(• 

Tlie District's cash and cash equivalents arc considered to be cash on hand, demand deposits, and short-tenn investments with original maturities of 
three months or less from the date of acquisition. State statutes anihorizc the District to invest in obligations ofthe U.S. Treasury, certificates or 
otiier obligations ofthe United States of America, and tone certificates of deposit of state banks organized under the laws of Louisiana and national 
banks having tiie principal office in the State of Louisiana. 

Most political subdivisions in the State of Louisiana are limited to receiving interest rates fi'om financial instituticHis at rates not less than fifty basis 
points below the prevailing maiket mterest rate on direct obligations ofthe United States Treasury with a similar length of maturity. However, as a 
result ofthe enactment of Act munber 1223 from the 2001 regular session ofthe Louisiana Legislature, the District is entitled to the prcvailii^iatc 
of interest on time certificates of deposit that is offered by the bank to its other customers if that rate is greater than fifty basis points below the 
prevailing market interest rate on direct obligations of die United States Treasuiy with a similar length of itiaturi^. 

RECEIVABLES AND CUSTOMERS 

The District accoimts for bad debts using the allowance nielhod. Expense is recognized during the period in which a specific account ts 
determined lo be uncollectible and an allowance for doubtful accounts decreases the net receivable amount 

At December 31, 2009, the District had 1,910 customers connected for service. Of that total 1,851 were residential customers and 59 were 
commercial customers. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION, STATE OF LOUISIANA 

NOTES TO FINANCIAL STATEMENTS DECEMBER 31,2009 AND 2008 

NOTE 1; SUMMARV OF SIGNIFICANT ACCOUNTING POLICIES CONT'D 

The following represents the aged receivable balances at December 31,2009 and 2008: 

2009 2008 

Unbilled 
0-30 days 
3 1 - ^ days 
61-90 days 
Ova-90 days 

Less: Allowance for Doubtful Accounts 

Total Receivables 

S 

S 

27.688 
14,781 
11.085 
4.927 

28.577 

87.058 
f28,577) 

58.481 

24.910 
22,839 
10,331 
3,863 

24.036 

85.979 
(24.036) 

61,943 

ASSETS LIMITED AS TO USE 

Certain proceeds ofthe District's revenue bonds, as well as certain resources set aside for their repaymenl, are classified as restricted assets because 
their use is limited by applicable bond covenants. The "Revenue Bond Sinking Fund" is used to accumulate resources necessary to meet annual 
d^t service requirements. The "Waterworks Reserve Fund" is used to segregate from funds available for operations, funds equal to five percent of 
the original bond issuance. These funds serve to prevent the District fiom defaulting on debt service payments in the event of deficiencies in utility 
operations. The "Waterworics Contingency Fund" is used to accumulate resources to meet any une;q]ected contii^endes or to fimd significant 
asset replacements or repairs. The "Customer Security Deposits" represents advance deposit received from water customers whidi shall be eidier 
refunded upon temiination of services or applied toward billings in arrears. During the fiscal year ended December 31,2009, the board designated 
$3,300 for a grant which was still in the Education stage at year end. 

CAPITAL ASSETS AND LONG-TERM LIABILITIES 

The accounting and reporting treatment applied to capital assets and long-teim liabilities are determined by its measurement focus. Proper^, plant, 
and equipment in the Proprietary Fund of die District are recorded at cost Proper^, plant and equipment donated to these Proprietary Fund 
operations are recorded at their estimated fan* value at the date of donation. 

Properly, plant, and equipment are depreciated in the Proprietaiy Fund usi:^ the straiglit line method over the foUowing estimated useful lives: 

Years 

Buildings 
Utility System Improvements 
Equipment 

50 
25-50 
5-10 

Long-term debt and other obligations of the Proprietary Fund ofthe District are r^orted as liabilitiBS. For the Proprietary Fund, bond premiums 
and discounts, as well as issuance costs, are deferred and amortized over the life ofthe bonds using the straight line method. Bonds payable are 
reported net ofthe applicable bond premium or discount. Issuance costs arc reported as deferred charges. 

NET ASSETS 

Net Asset classifications are defined as follows: 

Invested in capital assets, net of related debt - This component of net assets consists of capital assets, includmg any restricted capital assets, net of 
acounnilated depreciation and reduced by the outstanding balances of any bonds, notes, or oflier borrowings tiiat are attributable to the acquisition, 
construction, or improvement of those assets. If there arc significant unspent related debt proceeds at year-end, the portion ofthe debt attributable 
to the unspent proceeds are not included in tlic calculation of invested in capital assets, net of related debt Rather, that portion ofthe debt is 
included in the same net assets component as the nnspent proceeds. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION, STATE OF LOUISIANA 

NOTES TO FINANCIAL STATEMENTS DECEMBER 31.2009 AND 2008 

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONT'D 

Restricted - This component of net a s s ^ consists of constraints placed on net asset use through extemal constraints imposed by creditors (such as 
through debt covenants), grantors, contributors, or laws or regulations of odier govemments or constraints imposed by law through constitutional 
provisions or enabling legislation. 

Unrestricied - This component of net assets consists of net assets that do not meet the definition of "restricted" or "invested in capital assets, net of 
related debt", above. 

When both restricted and unrestricted resources ere available for use, it is the government's policy to use restricted resources first Aen unrestricted 
resources as they are needed. 

USE OF ESTIMATES 

The preparation of financial statements in accordance wiUi generally accepted accounting principles requires management to make estimates and 
assumptions that affect Ae reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the dale of die financial 
statements, as well as revenues and expaises rqiorted for the periods presented. The District r^^ar ly assesses these estimates and, while actual 
results may differ, management believes that the estimates are reasonable. 

VACATION AND SICK LEAVE 

Emplf^ees of the District are entitled to a one wedc vacation. The eamed days do not vest; therefore, no liability has been recorded fiar 
compensaled absences in the financial statements. 

RECLASSIFICATIONS 

To be consistent wilfa cunent year classifications, some items fimn the previous year have been reclassified with no eHea on net assets. 

NEW ACCOtiNTING PRONOUNCEMENTS 

FASB issued Statement No. 157, "Fair Value Measurements". This statement defines fair value, establishes a Jramework for measuring fair value 
and expands disclosures ^out fair value measurements. This statement applies to other accounting pronouncements that require or pennit iair 
value measurements. Tiiis statement is effective for financial stetemeots issued for fiscal years beginning afler November 15,2O07. 

GRANTS AND DONATIONS 

Grants and donations (including capital contributions of assets) are recognized as revenue when all eligibility requirements, including time 
requirements, imposed by the provider have been met 

INCOME TAXES 

The District is a political subdivision and exempt from taxes. 

ADVERTISING 

The District e^qKnses advertismg costs as incurred. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMIUON, STATE OF LOUlSLiNA 

NOTES TO nNANCTAL STATEMENTS DECEMBER 31.2009 AND 2008 

NOTE 2: CASH AND INVESTMENTS 

At year end. the District's canying amount of deposits vras SSI 8.461 and the bank balance was S524,108. Ofthe bank balance, $25(^000 was cowed 
by Ttdenl depository insurance. The remaining balance was collateralized with securities held by the pledging financial institution's trust department 
or agent in the fmancial institution's name. For the purpose of the Statement of Cash Flows, the District considers all highly liquid invesbdents 
(induding restricted assels) with a maturi^ of three months or less when pundiased to be casli equivalents. 

The District's investments generally are reported at fair value. In accordance with SFAS No. 157, the District groups assets and financial liabilities 
measured at fair value in diree levels, based on the markets in \^iich the assets and liabilities are traded and the reliability of tiie assumptions used to 
detennine fair value. These levels are: 

Level I - Valuations for assets and liabilities traded in active exchange maikets, such as the New York Stock Exchan^. Level 1 also includes 
securities that are traded by dealers or brokers in active markets. Valuations are obtained from readily available pricing sources for maikbt tiansacticms 
involving identical assets or liabilities. 

Level 2 - Valuations for assets and liabilities traded in less active dealer or broker markets. For example, municipal securities valuations are based on 
markets that are cunently offering snnilar fmancial products. Valuations are obtained fiom third party pricing services for identical or con^arable 
assets or liabilities. 

Level 3 - Valuations for assets and liabilities that are derived fi'om other valuation methodologies, including option pricing models, discounted cash 
flow models, and similar techniques, and not based on maricet exchange, dealer or broker traded transactions. Level 3 valuations incorporate certain 
assumptions and projections in determining die fair value assigned to such assets or liabilities. 

Bdow is a table that presents information about certain assets and liabilities measured at fair vahie on a recuuing basis: 

Quoted Prices ia 
Active Maricets 

for Identical Significant Olher Significant Unobservable 
Assets/Liabilities Observable Inputs Inputs 

Fair Value Level 1 Level 2 Level3 

Federal Home Loan Mortgage Coiporation 5 97.018.00 S 97,018.00 S - $ 
Medium Term Note 

Louisiana State Citizens Property Insurance 
Corporate Assessment Revenue 
Bonds Series 2006-B 35,631.00 35,631.00 

Louisiana State Citizens Property Insurance 
Ccnpoiate Assessment Revenue 
Bonds Series 2006-C-l 126.291.00 126.291.00 z_ ^ 

Total $ 258,940.00 $ 258.940.00 S - J 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 

OF THE PARISH OF VERMILION, STATE OF LOUISIANA 

NOTES TO FINANCIAL STATEMENTS DECEMBER 31,2009 AND 2008 

NOTE 3: CAPITAL ASSETS 

Capital Assets, by major category, is as follows at December 31,2009 and 2008: 

Land 
Buildings 
Property. Plant, and 
Construction in Progress 

Gross Capita] Assets 
Less: Accumulated 
Depreciation 

Net Capital Assets 

ASSET LIFE 
IN YEARS 

S 
50 

5-50 

$ 

12/31/2008 

17,477 $ 
160.000 

7,066.450 

7.243,927 

(•973.788) 

6.270.139 $ 

U)DrnONS 

3,440 
48.058 

3.112 

54,610 

062,199) 

007.589) 

S 

$ 

DEDUCTIONS 

(29.189) 

(29,189) 

28.859 

(330) 

S 

$ 

12/31/2009 

17,477 
163,440 

7,085,319 
3.112 

7,269,348 

0.107,128) 

6.162.220 

NOTE 4; LONG-TERM DEBT 

The DisnHct issues revenue bonds i^ich it pledges income derived from the water system to pay the debt Revenue bonds outstanding at year end are 
as follows: 

2009 2008 

I) Utility Revenue Bonds dated May 12, 
1997; payable in monthly instalhneflts 
of $3,644 tiirough March 12, 2035; 
including interest at 4.5% j 659,007 $ 672,749 

2) Utility Revenue Bonds dated March 
16, 1998; payable m monthly 
installments of SI,554 through March 
12,2038; including interest at 4.875% 287.071 291.599 

3) Utility Revenue Bonds dated July 20, 
2007; payable in mondily installments 
of $1,012 beginmng August 12, 2008 
through July 12.2047 at 4.25%. 227.637 230.049 

4) Utility Revenue Bonds dated July 20, 
2007; payable in monthly insfalhnents 
of$ll,900 beginning August 12,2008 
through July 12. 2047 at 4.25% 
Interest only payment of $112,906 
vras due on July 12,2008. 

Total Revenue Bonds 
Less: Current Portion 

2.677.449 

3,851,164 
(51.225) 

2.7QS.808 

3,900,205 
(49.035) 

Total Long-term Debt 3.799,939 $_ 3.851.170 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION. STATE OF LOUISIANA 

NOTES TO FINANCUL STATEMENTS DECEMBER 31,2009 AND 2008 

NOTE 4: LONG-TERM DEBT CONT'D 

Annual debt service requirements to maturity for revenue bonds are as follows: 

Year Ended December 31 

2010 
2011 
2012 
2013 
2014 
2015-2019 
202O-2024 
2025-2029 
2030-2034 
2035-2039 
2040-2044 
2045-2047 

Total Debt Service to Maturi^ 

Total Debt Service 

$ 

S 

217322 $ 
217.322 
217.322 
217,322 
217,322 

1.086.612 
1.086,612 
1.086,612 
1,086,612 

851,324 
774,734 
397.513 

7.456.629 $ 

Principal 

51,225 $ 
53.514 
55.904 
58.402 
61.012 

348.482 
433.666 
539.724 
671,785 
576,506 
624.983 
375.961 

3.851.164 S 

Interest 

166.097 
163,808 
161.418 
158,920 
156,310 
738.130 
652.946 
546,888 
414.827 
274.818 
149.751 
21.552 

3.605.465 

Long-term debt activity for the year ended December 31,2009. was as follows; 

Beginning 

Balance Additions Retirements Ending Balance 

Revenue Bonds $ 3.900.205 $_ (49.041) $_ 3.851.164 

NOTES: FLOW OF FUNDS - RESTRICTIONS ON USE OF UTILITY REVENUES 

/ 
. Under die terms of tiie bond indentme on the outstanding revenue bonds, all income and revenues of every nature, eamed or derived finm operations of 

the water utility system are pledged and dedicated to the retirement of said bonds and are to be set aside into the following special fimds. 

Waten-orks Revenue Bond and Interest Sinking Fund - An amount suiScient to accumulate the amount needed to assure tiie prompt payment of 
tiie principal and interest instalbnents as they become due is required to be set aside into this fiind btginiung June 1997, and may be usefl only for 
such purpose. 

Waterworks Reserve Fund - The District is also required to set aside J260 monthly into this fund, b^inning June 1997, until the sum of $62,376 
has been accumulated. From July 20.2007 through June 20. 2008 the sum of $771 must be deposited monthly. Beginning July 20. 2008 tiie sum 
of S906 must be deposited monthly until $217,322 has been accumulated. 

Waterworks Depreciation and Contingency Fund - The District is required to deposit $262 per month into this fiind begirniing June 1997. Monies 
in this fund shall be used to pay for major rqiairs due to damage caused by unforeseen catastrophes and for replacements made necessary by the 
depreciation of flie system. From July 20.2007 tinoi^ June 20, 2008 die sum of $773 must be deposited montiily. Beginning July 20, 2008 tiie 
sum of $908 must be di^osited montiily until 3217,322 has been accumulated. 

AH revenues received in any year, and not required to be paid into any ofthe aforementioned funds, are regarded as surplus and may be used for any 
lawful purposes. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMIUON. STATE OF LOUISIANA 

NOTES TO nNANQAL STATEMENTS DECEMBER 31.2009 AND 2008 

NOTE 6; DIRECTORS' FEES 

The folk>\ving is a schedule of directus' fees paid by die District for tiie year ended December 3 1 , : 

2009 

David Greco 
Nalty Simon 
Marty Benoit 
CumalCessac 
Clint Dugas 
Susan Wilhelm 
Byron Peny 

Total 

975 S 
1.050 

975 
1,125 

825 
975 

5.925 $ 

2008 

810 
885 
375 
885 
810 
300 
225 

4.290 

NOTE 7: INSURANCE IN FORCE 

The District is exposed te various risks of loss related to torts; theft of; damage to. and destmction of assets; errors and omissions; and natDral 
disasters for which the District cairies commercial insurance. The following is a schedule of insurance in force at December 31.2009: 

DESCRIPTION OF COVERAGE 
COVHiAGE 
AMOUNTS 

Worker's Compensation 
Surety Bonds: 

Board Presidem 
Vice-President 
Secretary 
Office Moniker 
Plant Manager 
Office Seaetary 

Automobile Liability (Each Acddent) 
General Premises LiabHily (Each Occurrence) 
General Premises Liability (Genaal Aggregate) 
Blanket Building and Contents 

Statutory 

s 
s 
s 
s 
S 

s 
$ 

s 
$ 
$ 

220,000 
220.000 
220.000 
220,000 
220,000 
220.000 

1.000.000 

1,000,000 
3,000.000 

1,134.000.00 

NOTE 8: WATER RATES 

The followmg represents water rates in force at December 31,2009: 

Residential 

Fiist 2,000 Gallons 
All Over 2.000 Gallons Per 1,000 Gallons 

Commereial 

First 2,000 Gallons 
All Over 2,000 Gallons Per 1.000 Gallons 

Penalty 

13.50 
2.75 

17.00 
2.75 

10% of Water Charge Paid After Due Date 
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I SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OP THE PARISH OF VERMIUON, STATE OF LOUISIANA 

I NOTES TO FINANCIAL STATEMENTS DECEMBER 31,2W9 AND 2008 

NOTE 9: DEFINED CONTRIBUTION RETIREMENT PLAN 

-•' All full-time employees participate in a defined contribution plan after one year of service. The District contributes 7.50 percent (7.50%) of each 
participanl's gross pay. All amounts are vested immediately. The plan was not set-up to allow employee contributions to the plan. The covered payroll 

! for tiie plan was $89,981 and $76,780 for 2009 and 2008. respectively. TheDistrict'stotalpayrollfortiiesameperiodwas$I06,944and$II4,57l fur 
1 2009 and 2008. respectively. Totol conuibuiions for tiw year ended December 31, 2009 and 2008, were $6,956 and $5,074 or approximately 7.50 

percent (7.50%) of covered payroll. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION, STATE OF LOUISIANA 

SCHEDULE OF EXPENSES DECEMBER 31. 

jms. 2008 

WATER EXPENSES 
Chemicals 
Engineering Fees 
Meter Readers 
Line Location and Testing 
Supplies 
Utilities 

39.786 
400 

22,362 
1,888 
7,263 

26.879 

28,184 
7,499 

15.745 
1,477 
1.941 

31.667 

Total Water Expenses 98.578 $ 86.513 

GENERAL AND ADMINISTRATIVE EXPENSES 
Advertising 
Amortization 
Fuel Expenses 
Bank Ciiarges 
Bad Debt Expense 
Finance Charge - Credit and Debit Cards 
Freight 
Legal, Auditing and Accounting 
Office 
Operations ' 
Postage 
Printing 
School and Training 
Telephone & Cellular 

526 
622 

3,951 
S09 

4,541 
595 

1.081 
6,315 

12,592 
2,231 
8,186 

826 
508 

4.830 

680 
622 

8,390 
800 

24,036 
851 
705 

6.155 
8.895 
1,525 
5,617 

833 

4.096 

Total General and Administrative Expenses 47.613 63.205 
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REPORT ON COMPLIANCE AJSJD ON INTERNAL CONTROL OVER FINANCUL REPORTING BASED ON 
AN AUPrr OF FINANCUL STATEMENTS PERFORMED IN ACCORDANCE WTTH GOVERNMENT 

AUDITING STANDARDS 

The Board of Commissioners 
Southeast Waterworics District Number 2 
ofthe Parish of Vennihon, State of Louisiana 
Abbeville, Louisiana 

We have audited the component unit financial statements of the Souflieast Waterworks District Number 2, Parish of 
Vermilion, State of Louisiana (the District), a component unit ofthe Vramilion Parish Police Jury, as of and for tiie years 
ended December 31, 2009 and 2008, and have issued our report fliereon dated Jtme 28, 2010. We conducted our audit in 
accordance with generally accepted accounting principles of the United States of Amo'ica and the standards applicable to 
financial audite contained in Government Auditing Standards, issued by the ComptroUer Genera] ofthe United States. 

INTERNAL CONTROL OVER FINANCUL REPORTING 

In planning and performing oin* audit of the financial statem^ts ofthe District as of and for the years ended December 31, 
2009 and 2008, in accordance with auditing standards generally accepted in the United States of America, we considered the 
District's mtemal control over financial reporting (intemal control) as a basis for designing our auditii^ prccedxues for the 
pmpose of expressing oiu* opinions on the financial statemmts, but not for the purpose of e}^ressing an opinion on the 
effectiveness of the District's intemal cond-ol. Accordingly, we do not e)q)ress an opinion on the effectiveness of the 
District's intemal control. 

Our consideration of internal control was for flie limited purpose described in the preceding paragraph and was not designed 
to. identify all deficiencies in internal control that might be significant deficiencies or material weaknesses and therefore fliere 
can be no assurance that all such deficiencies have been identified. However, as discussed below, we identified certain 
deficiencies m intemal control that we consider to be material weaknesses and other deficiencies that we consider to be 
significant deficiencies. 

A deficiency in intemal control exists when flie design or opCTation of a control does not allow management or employees, in 
the normal course of performing flieir assigned fimctions, to prevent, or detect and correct misstatements on a timely basis. A 
material weakness is a deficiency, or combination of deficiencies in intemal control, such tiiat there is a reasonable possibility 
fliat a materia] misstatemmt ofthe entity's financial statements will not be preveaited, or detected and corrected on a timely 
basis. We consider all weaknesses described in the accompanying "Schedule of Findings and Questioned Costs and 
Management's Corrective Action Plan" to be material weaknesses. 

A sigm'ficant deficiency is a deficiency, or a combmation of deficiencies, m intemal control that is less severe than a material 
weakness, yet important enough to merit attention by tiiose charged with governance. We consider all wealcnesses desaibed 
in the accompanying "Schedule of Findmgs and Questioned Costs and Management's Corrective Action Plan" to be 
significant deficiencies. 
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COMPLIANCE 

As part of obtaining reasonable assurance about whether the District's financial statements are fi-ee of material misstatement, 
we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements, 
noncompliance witii which could have a direct and material effect on the detennination of financial statement amounts. 
However, providing an opinion on compliance with those provisions was not an objective of our audit and accordingly, we 
do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be 
reported under Government Auditing Standards. 

The District's response to tiie findings identified m our audit are described in the accompanying "SchediUe of Findings and 
Questioned Costs and Management's Corrective Action Plan". We did not audit the District's response and accordingly we 
express no opinion on it. s 

This communication is intended solely for flie infomiation and use of management Southeast Waterworics District Number 2, 
and others within the organization, and is not intended to be and should not be used by anyone other than these specified 
parties 

^^0i^m/f /4m^—^ 
•UNAISBROUSSARD & K O H L E N B E R G ^ 

(A corporation of Certif ied Public Accountants) 

June 28,2010 
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SOUTHEAST WATERWORKS DISTRICT NUIMBER 2 
OF THE PARISH OF VERMILION, STATE OF LOUISUNA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS AND MANAGEMENT'S 
CORRECTIVE ACTION PLAN 

FOR THE YEAR ENDED OCTOBER 31,2009 

We have audited the financial statements of Southeast Waterworics District Number 2, a component unit of 
Uie Vermilion Parish Police Jury, State of Louisiana (The District), as of and for the year ended December 
31,2009 and 2008, and have issued our report thereon dated June 28,2010. 

We conducted our audit in accordance with generally accepted auditing standards and the standards 
applicable to financial audits contained in Govemment Auditing Standards, issued by the Comptroller 
General ofthe United States, and tiie provisions of OMB Circular A-133. Our audits of tiie financial 
statements as of December 31,2009 and 2008 resulted in unqualified opinions. 

Section 1: Summarv of Auditor's Reports 

A. Report on Intemal Control and Compliance Material to tfie Financial Statements: 

Intemal Control 

Material Weaknesses: Yes 
Significant Deficiencies: Yes 

Compliance 

Compliance Material to Financial Statements Yes 

Section II: Financial Statement Findings 

A — Issues of Noncompliance 

Finding 2009-1 Compliance 

Condition: The District was unable to produce the minutes of the board meetuig held in May of 2009. 

Criteria: To ensure good internal controls, best practices for govemmental entities, and compliance with 
Louisiana and United States law and regulations. 

Effect: The District may have violated Louisiana State RS 42:7.1. 

Recommendation: The District should monitor recordkeepmg to ensure the minutes are available for 
public inspection and keep duplicate copies ofthe minutes in separate locations. -

Management's Response: The Water District's ofEice manager will keep a copy ofthe minutes until the 
official copy ofthe minutes is received fi-om the Board's secretary and the following year's audit is 
completed. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION, STATE OF LOUISLVNA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS AND MANAGEMENT'S 
CORRECTIVE ACTION PLAN 

FOR THE YEAR ENDED OCTOBER 31,2009 

Finding 2009-2 Budget 

Condition: The District did not prepare a budget for the fiscal year under audit 

Criteria: To ensure good internal controls and best practices for govemmental entities, and to be in 
compliance with Louisiana and United States laws and regulations. 

Effect; It appears tfiat the District may not be in compliance wifli LA R.S. 39:1305. 

Recommendation: The District should prepare a budget annually; and the board should approve tiie 
budget and record the approval in the minutes to the board meeting. 

Management Response: The Water District did indeed prepare and submit a budget for 2009, altiiough it 
was submitted past flie deadline. The Water District has plans to prepare a budget annually and in a more 
timely fashion. 

B- Significant Deficiencies 

Finding 2009-3 Financial Statement Preparation 

Condition: The District relies on its outside auditors to assist in tiie preparation of extemal financial 
statements and related disclosures. Under U.S. generally accepted auditing standards, outside auditors 
cannot be considered part of flie DisUict's intemal control stmcture, and because ofthe limitations ofthe 
District's small accounting staf^ the design ofthe District's intemal control stmcture does not otherwise 
include procedures lo prevent or detect a material misstatement in the extemal financial statements. 

Criteria: To ensure good intemal controls and best practices for govemmental entities. 

Effect: This condition represents a material weakness in the District's intemal control system. 

Recommendation: The District should continue to outsource the preparation of its financials to its 
independent auditors and carefully review the draft financial statements and notes prior to approving them 
and accepting responsibility for their contents and presentation. 

Management Response: It is not cost eifective for the Water District to hire someone who is qualified to 
prepare financial statements. We will continue to review the financials before accepting thenL 

Finding 2009-4 Segregation of Duties 

Condition: The Distiict does not segregate the authorization, recording, and reconciliation of transactions 
and the custody of assets related to those transactions. 

Criteria: To ensure good intemal controls and best practices for govemmental entities. 

Effect: This condition represente a material weakness in the District's internal control system. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION, STATE OF LOUISUNA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS AND MANAGEMENT'S 
CORRECTIVE ACTION PLAN 

FOR THE YEAR ENDED OCTOBER 31,2009 

Finding 20Q9-4 Segregation of Duties Ccont'd) 

Recommendation: The authorization, recording, and reconciliation of transactions and decisions and the 
custody of assets related to those transactions should be segregated. TTie District should seg-egate these 
duties amongst employees and/or mitigate lack of segregation with increased management oversight. 

Management Response: Due to the small number of employees employed by the Water District, we 
cannot segregate duties any more than they are at present. It is cost prohibitive for the Water District to 
hire more employees so tiiat duties can be segregE^. 

Finding 2Q09-S Journal Entries 

Condition: There are excessive audit adjustments that were proposed. 

Criteria: To ensure good intemal controls and best practices for govemmental entities. 

Effect: This condition represents a material weakness in the District's intemal control system. 

Recommendation: The District should monitor the general ledger to the extent ofthe abilities of its 
accounting staff. 

Management Response: The Water District will make it a policy that adjustments be posted to the genera) 
ledger in a more timely i^hion and it will be monitored more closely. 

SECTION Ul: Management Letter Items 

There are no management letter items at December 31,2009. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OF THE PARISH OF VERMILION, STATE OF LOUISUNA 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS FOR THE YEAR ENDED DECEMBER 31,2009 

Section I: Internal Control and Compliance Material to the Financial Statements 

2008-1 Related Party 

The District hired an immediate family member of a management employee; the manager was in direct supervision 
ofthe new employee. 

Resolved. 

2008-2 Budget 

The District did not prepare a budget for the fiscal year under audit. 

Unresolved. See 2009-2. 

2008-3 Independent Contractors 

The District did not send an IRS form 1099 to independait contractors who were paid for services. 

Resolved. 

2008-4 Financial Statement Preparation 

The District relies on Its outside auditors to assist in the preparation of external financial statements and related 
disclosures. Under U.S. generally accepted auditing standards, outside auditors cannot be considered part ofthe 

i District's intemal control stmcture, and because ofthe limitations of flie District's small accounting staff, the design 
of the District's intemal control stmcture does not otherwise include procedures to prevent or detect a material 
misstatement in the extemal financial statements. 

Unresolved. See 2009-3. ) 

2008-5 Segregation of Duties 

The District does not segregate the authorization, recording, and reconciliation of transactions and the custody of 
assets related to those transactions. 

Unresolved. See 2009-4. 

2008-6 Journal Entries 

There are excessive audit adjustments that need to be made; in addition prior year audit adjustments were not made 
in a timely fashion. 

Unresolved. See 2009-5. 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 
OP THE PARISH OF VERMILION, STATE OF LOUISIANA 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS FOR THE YEAR ENDED DECEMBER 31,2009 

2008-7 Off-site Backups 

Backups of Disfrict information are not stored off-site. 

Resolved. 
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C^eeHtmager 

June 28,2010 

RE: 2009 Audit Findings 

To the legislative Auditor: 

We are "writing tbis letter to address oxa auditor's findii^. 

2009-1 The "Water District's Office Manager will keep a copy of the minutes until 
the official copy ofthe luinutes is received from the Board's Secretary and 
the foUowing yesir's audit is completed. 

2009-2 The Water District did indeed prepare and submit a budget for 2009, 
although it was submitted past tiie dezdline. The Water District has plans 
to prepare a budget annually and in a more timely fashion. 

2009-3 It is not cost effective for the Water District to hire someone who is 
qualified to prepare financial statements. We will continue to review the 
luasuacials before acceptitxg them, 

2009-4 Due to the small number of employees employed by the Water District^ 
we cannot segregate duties any more than they are at present. It is cost 
prohibitive for the Water District to hire more employees so that duties 
can be segregated. 

2009-5 The Water District vrill make it a policy that adjustments be posted to the 
general ledger in a more timely fashion and it will be monitored more 
closely. 

Sincerely, 

Connie V!-sagrera 
Office Manager 

Phono: 337-892-1072 QuaU^ on TapW Fox: S37-892-1036 

' b BnotdtPce witb F«daal law nn4 US. DqpMtmcDt «f AertcaUtn pgUey, Ml luCiCDti 
4htiiit!^, T«ffl«4c«ti(biM0f4iKrimmdua,wnitb:USDA»Dit«ctiar,Oe^ 
DC20250-9<I10 or firfi »3*T20-3K4 (voice m i TOP). USDA ft ia tifid (fpvomwty pfOvUar tmi mtAoyef,* 


